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1. Federal Repbulic of Nigeria 2
CHAPTER I
INTRODUCTION
Until October 1, 1960, Nigeria, one of the largest countries on
the West Coast of Africa, was a British protectorate. It lies largely
within the tropics and its southern boundary is the Gulf of Guinea.
Its immediate neighbors are Niger Republic in the North, Benin
Republic in the West and Chad and Cameroon in the East and Southeast
respectively (see Figure 1). The name Nigeria is derived from the
River Niger--one of its most dominating physical features. Compared
to other nations, it bears all the semblance of a less developed
nation (see Table I). As of 1975, its population was estimated at
about eighty million, making it the tenth largest in the world. Its
population comprises roughly three hundred ethnic groups and is growing
at an estimated annual rate of 2.5 percent. Agriculture, mining and
commerce play dominant roles in growth in G.D.P. while manufacturing
accounts for a rather small proportion of G.D.P. and employment.
Mining, mainly petroleum, accounts for about seventy-five to eighty
percent of its export earnings (agriculture, twenty percent and
manufacturing, 0.6 percent). About sixty-five percent of its adult
population is illiterate and about thirty percent or 24,000,000 of
its citizens live in absolute poverty--"a condition of life so
characterized by malnutrition, illiteracy and disease as to be beneath
any reasonable definition of human decency."^
^World Bank, Poverty and Human Development, Oxford University Press,
1980, p. 3.
FIGURE 1
FEDERAL REPUBLIC OF NIGERIA




NIGERIA'S RELATIVE STATE OF DEVELOPMENT




Growth Rate Life Expectancy Growth Rate Adult Literacy Rate
1950 1960 1980
1960








1980 1950 1960 1975
Nigeria 150 176 466 5.2 29 40 47 12.2 2.3 2.5 2.5 15 20 35
Low Income
Countries 164 174 245 1.7 35.2 41.9 49.S 14.7 1.9 2.5 2.3 22 29 38
Middle Income
Countries 625 802 1,521 3.3 51.9 54.0 61.0 9.1 2.4 2.5 2.5 48 54 71
Industrialized
Countries 3,841 5,197 9,684 3.2 66.0 69.4 73.E 7.5 1.2 1.0 0.7 95 97 99
Centrally Planned
Countries 62.3 67.1 69.E 7.6 1.9 1.7 1.7 97 98 99
Source: World Bank (in Poverty and Human Development) p. 2, Oxford: Oxford University Press, 1980.
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Studies have shown that poverty, relative or absolute is inexorably
linked with the rate of growth in G.D.P., remunerative employment and
2
pattern of income distribution. This suggests that the solution
lies in the stimulation of substantial economic growth, generation of
substantial employment opportunities and equitable distribution of
income. Perhaps, of more importance, is the need to create those
conditions that will maintain or perpetuate growth in employment and
equity simultaneously. As an effort in this direction, the federal
government of Nigeria has adopted, among other things, strategy of rapid
industrialization. The Third National Development Plan (1975-1980)
states "manufacturing is one of the high priority sectors to which
effort will be devoted during the plan period--manufacturing offers
the greatest prospect for rapid development and transformation of the
3
economy." Sectoral distribution of gross fixed capital formation
during the third plan period also reflects this emphasis (see Table II).
As is evident from the table, except for transportation and communication,
the manufacturing sector received the largest share of the total alloca¬
tion N 5,800 million. Due to the "inadequacy of Nigeria's technological
base, foreign investors were to feature prominently in the trans-
4
formation process." They were expected to bring with them the necessary
technical and mangerial staff and to bridge the technological gap
2
World Bank, Poverty and Human Development, Oxford University Press,
1980, p. 3.
3
Federal Government of Nigeria, Third National Development Plan
(1975-1980), Lagos, p. 74.
^Federal Government of Nigeria, Third National Development Plan
(1975-1980), Lagos, p. 65.
-5-
TABLE II: SECTORIAL DISTRIBUTION OF GROSS FIXED CAPITAL








Agribusiness 1,300 1,200 2,500
Mining & Quarrying 1,400 1,100 2,500
Manufacturing & Craft 3,800 2,000 5,800
Electricity & Water 1,000 — 1,000
Building & Construction — 2,700 2,700
Distribution 100 1,400 1,500
Transport & Communi¬
cation 5,500 500 6,000
General Government 3,000 — 3,000
Education 1,500 — 1,500
Health 400 100 500
Other Services 2,000 1,000 3,000
SOURCE: Third National Development Plan, Lagos, 1975-1978.
5
while acting as partners to Nigerian private investors.
The government on its part was to act as an active instrument
of a new policy aimed at ensuring fair participation by both partners.
Except in the case of certain "strategic industries", the government
^Third National Development Plan (1975-1980), Lagos, p. 66.
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was to limit itself to the provision of the necessary incentives
(taxes, subsidies, tariff and other duties) that would ensure the
timely achievement of its industrialization objectives. A great deal
of emphasis was to be placed on small-scale and medium-scale import
substitution industries in order to minimize the toll which imports
of manufactured goods were exerting on Nigeria's balance of payments.
As a result of these arrangements, rapid growth was experienced in
the manufacturing sector (see Table III), particularly during the
later part of the 1970's.






Agriculture 30.8 - 1.5
Mining & Quarrying 32.0 8.1
Manufacturing 8.1 13.4
Construction 5.7 24.7
Electricity, Gas & Water 0.5 18.2
Transport & Communication 3.1 16.5
Trade & Finance 10.0 8.6
Public Administration 5.7 24.6
Other Unspecified Branches 4.1 3.0
SOURCE: U.N. Statistical Yearbook, 1979.
^Third National Development Plan (1975-1980), Lagos, p. 72.
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The problem however, is that although accelerated industrialization
was supposed to increase employment opportunities, it has become apparent
that unemployment and underemployment, particularly in urban areas,
are rising dramatically; thereby creating staggering problems of urban
poverty. A survey conducted by the National Manpower Board in 1967
showed an average unemployment rate of fourteen percent in twenty-seven
towns covered in the survey.^ Twelve years later (1980) a labor force
sample survey (LFSS) showed that this had increased to nineteen
percent. The 1980 LFSS also showed that of those unemployed, seventy-
five percent were between the ages of fifteen and twenty-three; sixty
percent of all unemployed had completed primary school but were below
the school certificate level. Many individuals in the small industry
and service sectors were said to be "only marginally employed and not
O
receiving regular wages. This grim situation led the federal
commissioner for social welfare to comment that "urban unemployment is
9
growing in seriousness" An even worse aspect is that today's
"transformation" effort in Nigeria must contend with much more rapid
growth in labor force. The labor force is currently growing at the
rate of about 2.5 percent a year. At that rate, it is estimated that
the labor force will double itself every twenty-five years. Therefore,
apart from the current dilemma, the immensity of future expansion in
the labor force makes the issue of unemployment a pressing social issue.
^Federal Ministry of Information, Vital Statistics, 1967.
g
Ndukwe Iroha, "Wage Increase and Unemployment in Nigeria,"
Nigerian Journal of Social Science, Vol. 61, p. 86.
9
Daily Times, Lagos, July 8, 1982, p. 12.
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Hence, this paper the main theme of which is that Nigeria's
institutional arrangements for rapid industrialization are not
coterminous with its increased employment objective. Of primary interest
is Nigeria's foreign investment policy because this, by and large,
determines the nature of technology used which in turn determines the
rate of labor absorption into the sector.
Perspectives on Unemployment in Third World Countries
Until recently, questions about poverty were raised and answered
almost exclusively by European economists and social scientists. Their
point of view, collectively termed the classical school, still
continues to receive considerable patronage from policy makers all over
the capitalist world. In recent years, however, classical theories,
particularly as it applies to the Third World, are being received with
increasing skepticism.In its place is being shaped a more radical
approach to the problems of poverty in Third World countries. Some
of the primary contributors to this radical perspective include the
11 12
Latin American dependency school. Northern European sociologists
^^Jose J. Vi11 ami1 ed. Transnational Capitalism and National
Development, Humanities Press (New Jersey, 1979), p. 1.
^^R.H.A Chilcotie, "A Critical Synthesis of the Dependency
Literature," Latin American Perspectives, 1, 1974, p. 4.
10
John Galting, "A Structural Theory of Imperialism," Journal of
Peace Research, 8 (1971), pp. 81-117. Also K.J. Gantzel, "Dependency
Structure as Dominant Pattern in World Society," Journal of Peace
Research, 10 (1973), pp. 203-215.
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13and Africanists, concerned about the global impact of imperialist
domination. To identify and discuss all contribution of these school
of thoughts is an onerous task. Therefore, in this section, effort
is limited to identifying the central them or crux of their subject
matter. I wish to point out that though these two schools have often
been treated in development literature as two opposite camps in
perpetual conflict with each other, they share a consensus on a number
of issues.
The classical school and dependency school agree that the problem
of poverty in third world countries is inexorably linked with the lack
of productive employment, the rapid growth in population, slow growth
of G.D.P. and unequal distribution of national output. The main
point of divergence are: the sources of employment problems in
Third World countries, the causes of slow rate of growth in G.D.P.,
the causes of inequality and policy measures to remedy these ills.
The root of the classical school can be traced to the writings of
renowned economists such as Ricardo, Say, Lewis, Nurkse, Harrod,
Domar, Rostow, and others. The more orthodox classicists view
poverty and relative backwardness as resulting from the absence
of certain necessary conditions conducive to substantial economic
growth. The missing components include savings, capital for
investment, foreign exchange, adequate supply of technical
^^Ale E.D. Akeredolu, The Underdevelopment of Indigenous Entre¬
preneurship in Nigeria (Ibadan: Ibadan University Press, 1975).
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skill and an adequate market size. Once these missing components
are supplied, the economy is expected to continue to grow until an
optimum level of output is attained. At this level, the total supply
of productive resources, including labor, will equal the total demand
for them, provided perfect competition prevails in the product as
well as factor market. Unemployment will therefore be eradicated and
the income thus generated will eventually benefit all. Unemployment,
if it exists, will be voluntary in nature. Voluntary in the sense
that labor, a utility maximizer, may (at a given wage level) consider
it worthwhile to give up work for a little more pleasure pending
further wage increases.
This traditional model of wage determination and unemployment
offers very little insight into the realities of the unemployment
problem in third world countries. Wage rates are typically not
flexible downwards and are usually determined by institutional as
opposed to market forces. Also, involuntary unemployment is prevalent
in almost all third world countries. Thirdly, the product and factor
markets are far from being perfectly competitive. In fact, monopoly,
oligopoly, monopsony and and oligopsony are the rule rather than the
exception. Under these conditions, resources are underutilized and
total production would be less than "optimum".
Perhaps the most important criticism of this orthodox view is
offered by John Maynard Keynes. Following the events of the great
^^A detailed version of this theory is given in G. Ackley's
Advanced Macroeconomic Theory.
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depression, Keynes maintained that there is nothing inherent in
market economics to ensure that output is maintained at the optimum
or full employment level. Instead, he maintained that the level of
employment depends on the level of total aggregate demand and that,
because of leakage through savings, the level of aggregate demand
yield a level of output less than the full employment level.
Consequently, Keynes proposed, as a remedy to unemployment, increased
government spending in order to bring about increased aggregate
15
demand. In proposing this course of action, he implicitly assumes
that establishments can respond quickly and effectively to changes
in the level of aggregate demand by rapidly expanding output and
employment. But such reaction requires a readily available stock of
vital inputs--this is not always available. Besides, such deficit
financing by government almost always leads to chronic inflation.
The Harrod-Domar model, like earlier classical models, placed a great
deal of emphasis on growth in G.D.P. Consequently, Harrod and Domar
concentrate effort in discussing those conditions that hinder rapid
rate of increase in G.D.P. in Third World countries. They maintain that
economic growth is the result of the combined effect of the rate of
saving, physical capital accumulation and the capital/output ratio.
Thus, they argue that employment and output can be maximized by
maximizing the rate of saving and investment for any given aggregate ^
capital/output ratio. As a result, they propose increased domestic
savings, foreign exchange and aid, and foreign investment as remedy
^^Op. cit., pp. 164-184.
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to unemployment in third world countries. But the experience of
most third world countries have shown that inspite of the tremendous
increase in growth in G.D.P., particularly within the past two decades,
widespread unemployment still prevails. Nigeria is an ample example.
This is because growth in G.D.P. has come as a result of increased
labor productivity which is in effect labor-saving. More so when it
is accompanied by capital intensive production.
Rostow proposed a five stage model of economic development.
In the traditional stage, societies are predominantly agricultural
and technology is rudimentary. Thus, savings and output are very low,
hence, unemployment is high. During the preconditions for take off
stage, a modern sector begins to emerge and serves as a growth pole.
The growth of this sector stimulates intense economic activities in
other sectors. Growth in G.D.P. occurs but is limited because
of the slow rate at which capital is accumulated. Consequently,
unemployment is high but diminishing. During the take off stage, the
barriers to rapid growth are overcome. Investment takes place at a
17
rate of five to ten percent and output grows. Thus, unemployment
diminishes at a faster rate. At maturity, long intervals of sustained
progress is achieved. Investment increases at the rate of ten to
twenty percent. Rapid growth in output occurs and unemployment
diminishes even more rapidly as more and more resources are commited
to production. During the age of high mass consumption, structural
1 fi
M.P. Todaro, Economic Development in the Third World, London
(Longman, 1981), pp. 58-61.
^^W.W. Rostow, The States of Economic Growth: A Noncommunist
Manifesto (London: Cambridge University Press), 1960, pp. 1,3,4,12, 48-65.
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changes conducive to prolonged optimum level of output are complete.
Economic activity becomes largely consumer oriented and long periods
of full employment are experienced. Third World countries are said
18
to be in the traditional stage. Paul Sweezy, responding to Rostrow's
analysis of historical evolution of society, states that: "The theory
implies, among other things, that at one point in time all societies
were at the same stage of development. Eventually the western world
acquired the ingredients for self sustained growth and became developed,
leaving the rest of the world behind. Thus, the theory is fallacious from
19
beginning to end." Rostow leaves his readers wondering as to how
some societies, particularly the Western European countries, acquired
the ingredients for take off while othenscould not. Thus, he does not
add much to our understanding of the processes involved in the
transformation or evolution of societies towards development. Neither
does he show, like the aforementioned theorists, an understanding of
the historical circumstances that shaped the relative underdeveloped
state of the Third World.
Lewis, apparently interested in the dynamic interaction between
the traditional and modern sector, designed a dual sector model. He
saw all Third World countries as comprising two sectors: A traditional
subsistence sector where the productivity of labor is very low or zero,
and a modern high growth urban industrialized sector into which labor
18
Op. cit., p. 12.
IQ
Paul Sweezy, Modern Capitalism and Other Essays (New York:
Monthly Review Press, 1976), p. 34.
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from the traditional sector is gradually transferred. The rate at
which labor is transferred to the modern sector is said to depend on
the rate of growth of the industrialized sector (which in turn depends
on the rate of capital accumulation in the modern sector) and on a
fixed level of industrial wages (at least thirty percent) over average
rural income. At this constant urban-rural wage difference, the
supply of rural labor is considered to be perfectly elastic. The
process of labor transfer is said to encourage urban sector growth and
employment expansion, and rural productivity. This process is said
to continue until all surplus rural labor is absorbed in the modern
sector. Thereafter, the rural-urban wage gap is bridged and the wages
in both sectors continue to grow simultaneously. This model implicitly
assumes that the rate of labor transfer and absorption into the modern
sector bears a direct positive relationship to the rate of capital
accumulation. That is to say the faster the rate of captial accumulation
the faster the rate of growth of the modern sector and the faster the
rate of new job creation. In this respect, Lewis missed an important
point: The rate of labor absorption does not depend on the rate of
capital accumulation per se, but on the type of capital accumulated
and how much of the profit accruing from growth is reinvested in labor-
intensive production. Also, Lewis wrongly assumes that unemployment
or underemployment exists in the rural sector while full employment
prevails in the modern sector. This is far from reality because
^^W.A. Lewis, "Summary: The Causes of Unemployment in Less Developed
Countries and Some Research Topics, ILR, 101, No. 5 (May 1970), pp. 68-70
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chronic urban unemployment and underemployment are widespread phenomenon
in most Third World countries. Thirdly, Lewis assumes that the gap
between the rural and urban wages for all categories of skill remain
constant. Here again, Lewis is far from reality. Urban-rural wage
differential tends to increase substantially over time in Third World
countries.
Nurkse argued very strongly in favor of Lewis' zero marginal
productivity theory and maintains that it is not only a likely situation
21
but that it is true. He explained that the combination of rapidly
growing rural population, small farm holdings and continuous frag¬
mentation tends to reduce rural labor productivity; more so, when one
remembers that land and capital of rural workers remain constant. As
a result, he stressed "the need to take away some labor from current
22
production for work on captial construction." Though statistics
are often scanty on the unemployment situation in the cities of most
Third World countries, even a casual acquaintance with the economic
system of Third World countries will convince anyone that there is
no such need as expressed by Nurkse. As I mentioned earlier, chronic
urban unemployment and underemployment is the rule rather than the
exception in Third World countries. Also, as Viner argues, "I am not
aware that anyone has ever given a convincing illustration of a
21
Ragnar Nurkse, "Excess Population and Capital Construction,"
Malayan Economic Review, October 1957, pp. 3-5.
22
Op. cit., p. 5.
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technical coefficient which is fixed in a valid economics sense." Even
if it is possible to conceive of a situation where land and capital are
held constant, it is unreasonable to imagine that the productivity of the
rural farmer will not improve as a result of years of experience, more
careful selection of seeds, more painstaking harvesting, gleaning and
clearing of crop.
In sum, the central theme of the classical models reviewed above,
with regard to development in Third World countries, is the need to
accelerate growth in G.D.P. through increased savings, accumulation of
capital and investment in the modern sector. Whatever gap that exists
between the capital requirement for take off and domestic capabilities
for savings and investment should be filled through assistance from
the rich countries. Such assistance may be aid or investment by
multinational corporations (MNC's).
In the view of the more liberal and radical development economists,
this emphasis on growth in G.D.P. is misleading. The reason is that
the historical experience of Third World countries has shown that
increase in G.D.P. is not reaching the lives of the "ordinary" people
24
in terms of jobs, income, and basic alleviation of poverty. As
Adelman puts it, "for a lengthy portion of the process of economic
development there is conflict between the growth of overall national
income and an increase in the welfare of the poor." Adelman therefore
calls for a reassessment of the goals of development. She maintains
that the central issue of development is not capital accumulation or
23
H. Mynt, Economic Theory and the Underdeveloped Countries, Oxford,
Oxford University Press, 1971, p. 334.
24
Irma Adelman, "Development Economic: A Reassessment of Goals,"
The American Economic Review, IXV, May 1975, p. 302.
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growth per se, but the relationship such growth has with the welfare of
the poor. In this regard, economic structure, not level or rate of
economic growth, is the most important factor. This is based on her
observation that the lower segment of the population typically
benefit from economic growth only when the government plays an
important economic role and when widespread efforts are made to
improve the human resource base. To ensure full participation of
members of a nation in the process of growth and gains from growth,
Adelman proposes the following sequence of strategies: (1) Radical
assets redistribution in order to set the economic and political
conditions to ensure that subsequent economic growth is not highly
unequalizing; (2) Massive accumulation of human capital--skill
development--far in excess of current demand; and (3) Rapid human
resource—intensive growth. Adelman maintains that this sequence must
be followed and the entire package put into practice. Half measures,
25
she warns, will network. Adelman's view is typical of development
thoughts during the second development decade. Her emphasis is on
social growth. But the flaw is that, like the classical theorists,
the historical relationship between third and developed world is left
out--the problem is treated as if it is an internal one.
Todaro's analysis also emphasizes social growth, particularly
directed towards the rural sector. In his view, interactions between
the developed and developing nations create economic dualism in the
25
Adelman, Irma, op. cit., pp. 308-309.
M.P. Todaro, Economic Development in the Third World, London
(Longman Press), pp. 239-244.
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countries of the Third World. It does so by ensuring that capital
and other social amenities are concentrated in the urban centers.
The urban centers then become centers of growth and productive
employment. The rural area, on the other hand, has a stock of only
rudimentary capital. This, plus the high population growth rate
keeps rural income low and makes rural residents prone to migration.
However, the decision to relocate to the urban centers is based on
the expected benefits from such movement and on the probability of
finding a job. If the rate of labor movement into the urban center
is greater than the rate of labor absorption in urban centers, then
unemployment results. More so if such urban job creation leads to
an increase in the urban-rural wage gap. Thus, Todaro proposes as
a remedy a reduction or at least a slow growth in urban wages in order
to reduce the rate of rural-urban migration. Secondly, he recommends
a shift in emphasis from urban development to rural development.
Even though, Todaro does not state it explicity, it is clear that in
addressing the problem of unemployment in Third World countries he
does not see anything wrong with imitating Western Capitalist
development except where it leads to a concentration of capital and
jobs in the urban centers. Hence, if accepted in its entirety, this
model will lead the leadership of Third World countries to channel
western capital with all its distortionary tendencies into the rural
areas. The success of such a strategy is questionable. If skill
requirements and access to financial capital blocks the urban work
force from full participation in the process of economic growth, what
is the guarantee that it will not do the same in the rural sector?
-19-
This is not to imply that location issues are irrelevant. Truly they
are very important— but of no less importance is the quality of the
process through which growth is achieved. This, in fact, is the
major point of divergence of the dependency theorists.
The dependency theorists disagree with the key assumptions of
the classical and Neoclassical theorists that the problem of unemployment
27and development of Third World countries is internal. Instead, they
emphasize the historical process of "internationalization" of the
economic system of Third World countries into a world system
characterized by exploitation of Third World countries by the developed
capitalist countries. According to Sunkel and Pazi, "A fundamental
working hypothesis--for the explanation of change in (Third World)
is to consider underdevelopment as part of the global historical
process of development. Both underdevelopment and development are
aspects of the same phenomenon, both are historically simultaneous,
both are linked functionally and therefore, interact and condition each
other mutually. This result—in the division of the world between
industrial or "central" countries and underdeveloped, backward or
peripheral countries. Theotonio dos Santos adds: "Dependency is
a situation in which a certain number of countries have their economy
conditioned by the development and expansion of another—placing the
dependent countries in a backward position exploited by the dominant
OQ
countries." Thus unemployment, inequality and other imbalances in
27
J. Samuel Valenzuela, "Modernizationand Dependence"in J. Villami's
Transnational Capitalism and National Development, New Jersey (Humanities
Press, 1979), p. 43.
po
Valenzuela, op. cit., p. 44.
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the economic system of Third World Countries are said to be transmitted
from the international economic system.
Cel so Furtado, Henrique Cardoso, Sunkel and others of the
dependency school all take seriously this notion of "dependency" and
"underdevelopment". They insist that any theory of development that
does not pay particular attention to the imperialistic nature of the
relationship between Third World and developed capitalist economics
is bound to give a distorted image of the phenomenon of development.
The dependency literature distinguishes between three main periods
of exploitation: (1) the mercantilist colonial period; (2) the post
independence import substitution stage, and (3) the current period of
transnational capitalism (in some literature the terminologies are
different but the essential elements are the same). Furtado's work
shows the essential elements that characterized these periods. The
first period corresponds with the industrial revolution when the
system of international division of labor began to take shape. During
this period, exploitation of the Third World countries, through
colonial institutions, made it possible for the industrialized
countries to become specialized in activities marked by a high degree
of widespread technical progress. The Third World countries, on the
other hand, were forced by the same colonial administration to
specialize in extraction and processing of raw materials for the
growing factories of western countries. This division of labor
inhibited the growth of indigenous technology and skills and so limited
the growing majority of people in the Third World to low paying
occupations. It also led to the increasing concentration of wealth in
-21-
the hands of a few individuals who acted as local agents of exploit-
29
ations. The formation of this small privileged group within the
underdeveloped nations accentuated importation of goods principally
to meet the patterns of consumption which this group had adopted in
imitation of the rich nations. This trend continued until poor balance
of payments and restrictive trade policies gave rise to the need for
these imported goods to be manufactured locally. Thus, the stage of
import substitution began. This stage is characterized by heavy
investment in capital and dependence on industrialized countries.
Eventually, the rise of corporate monopolies in the industrialized
west and increasing competition gave rise to multinational corporate
stage. These corporations are said to introduce capital-intensive,
labor saving technologies which accentuate unemployment and inequality
in Third World countries. Further, they are said to import a good
proportion of their input thereby limiting the benefit of additional
employment opportunities that would result from downstream operations.
This general model of dependent development (or underdevelopment)
was built on the work of Lenin who himself was inspired by F'iarx and
30
Hobsen. Since then, new patterns of accumulation and dependency
have evolved. Cardoso focussed attention on those new patterns of
dependency and exploitation. He maintains that the main point of
Lenin's characterization of imperialism and capitalism are no longer
29
Cel so Furtado, Economic Development in Latin America (New York:
Cambridge University Press, 1970), p. 64.
30
F.H. Cardoso, "Dependency and Development in Latin America,"
New Left Review, July-August, 1972, p. 83.
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fully adequate to describe and explain the present forms of capital
accumulation and external expansion. He maintains that it is not
impossible that capitalist monopoly penetration may in fact be
compatiable with development. He argues that during the early periods
of imperialism, the internal market of the dependent colony was of
little interest to the exploiters. But today the internal market of
the dependent economyisthe main focus of imperialism. Thus, to
some extent exploitation by foreigners require some kind of internal
development. He warns that this does not imply an end to imperialism.
Instead, it implies that the relations between the advanced capitalist
countries and third world nations lead to a marginalization of the
latter within the global system. Further, it suggests that the
mechanism of exploitation functions with the consent of the power
31
elites in developing contries.
Sunkel, in assessing the impact of transnationalization on Third
World countries, maintains that MNC's create mass unemployment and
accentuate underemployment. This, he maintains, is done through the
distribution, displacement and/or stagnation of the traditional socio¬
economic institutions that offered them jobs by the more efficient
ones brought in by the global system. Secondly, the technology
transferred by the transnational corporations are believed to be too
capital intensive and so do not provide employment opportunities
commesurate with the growing labor force. Thirdly, the transnational
31Cardoso, op. cit., p. 85.
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corporations enhance oligopoly and thrive on product innovation. With
the aid of the mass media, they bias consumption pattern in favor of
capital intensive methods of production. Fourthly, the process of
transnationalization is predominantly urban. This draws people to
32
the urban centers thereby creating urban unemployment.
Studies on unemployment in Nigeria have concentrated on the
migration aspect of the problem without any consideration of the
tendency of monopoly capital to preclude labor from the productive
process. In this paper, I will utilize the conceptual categories
developed by the dependency theorists to explain the rather slow rate
of labor absorption into the manufacturing sector. This study is
unique in the sense that instead of focusing on fertility, population
and migration factors per se, it directs attention to Nigeria's
foreign economic policy, the sources and nature of the technology it
adapts, and the spatial structure of industries as important variables
in determining levels of employment in the country.
Let me briefly outline the theme of the argument as follows.
A. Government foreign policy encourages foreign investment in
Nigeria.
B. Foreign investors monopolize production in the manufacturing
sector. Their strong position in the manufacturing sector
enables them to preempt indigenous entrepreneurship.
C. Foreign investors and Nigerian private entrepreneurs foster
growth in the manufacturing sector. But they employ very
32
Osvaldo Sunkel, "Transnational Capitalism," Indian Economic
Journal, 34, No. 5 (July-September, 1982), pp. 360-400.
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little labor--their technique is capital intensive.
D. Because of A anc C above, employment creation in the
manufacturing sector is slow.
E. Manufacturing establishments are located in the cities
for reasons related to the distribution of infrastructures.
This stimulates growth in the urban sector and increases
rural-urban income gap.
F. Meanwhile, the agricultural sector is declining or lagging
behind largely because government effort is inadquate.
This also tends to widen the gap between rural and urban
income.
G. The net effect of E and F above is to stimulate rural-urban
migration.
H. The effect of D and G above is a tendency for urban
unemployment to increase.
CHAPTER II
THE GOVERNMENT AND FOREIGN INVESTORS
The Colonial Economic Legacy
There is increasing evidence that before the Europeans came to
Africa, Nigeria and the rest of Africa were following developmental
path dictated by their needs and aspirations. In some areas, Nigeria
had achieved much higher level of development than the western world.
The state of the art, especially in carving, was relatively more
advanced.
In the manufacture of leather goods, cloths, clay pots, wine,
dye and beads, Nigeria was equally well advanced. But from the time
the Portuguese arrived, and this part of Africa became incorporated
into a system of world trade, changes that culminated in Nigeria's
34
undevelopment began to take place. It was not only robbed of human
resources through the slave trade, but also became a victim of wide-
35
spread unrest that accompanied the trade. Later, as European
industries grew, interest shifted from slave to "legitimate trade" in
raw materials, particularly palm oil used in soapmaking and lubrication
^^K.D. Dike, Trade and Politics in the Niger Delta (1830-1883):
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Britain began to see the slave as a threat to this new source of
wealth and pioneered its abolition. The building of forts for military
operation against slave traders therefore became necessary. These
forts later became the seats of political intimidation and coercive
control. African chiefs were intimidated into signing away political
authority rights and fortunes. Those who opposed British authority were
replaced, tortured and humiliated. Thus, through force and deceit,
Britain established itself as the ultimate power in Nigeria and for
a long time directed the economic affairs of the nation. She displayed
policies of land alienation, discriminatory orientation of government
research, credit and extension service; manipulated prices and in
37
some instances imposed an outright ban on local enterprises. For
example, until 1960 when Nigeria became independent, local distillation
of alcohol was illegal and the gin termed illicit because it competed
38
with British brewed gin. The whole colonial period witnessed a
prolonged boom in European directed agriculture, while manufacturing
lagged behind. (By 1960, the share of manufacturing in national
product was a meager 0.6 percent.) As far as human resources were
concerned, colonial heritage of trained indigenous manpower was
37
E. D. Akeredolu-Ale, The Underdevelopment of Indigenous Entre-
preneurship in Nigeria (Ibadan: Ibadan University Press, 1975),
pp. 145-146.
38
The penalty for this was as stiff as six years imprisonment
with hard labor.
39
R. D. Ekundare, An Economic History of Nigeria (London: Methuen
and Company, 1978), p. 36.
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abysmally small. The cadres of administrative, managerial, financial
and technical personnel were extremely low.^^ This is partly why until
recently, commerce and manufacturing was the exclusive preserve of
the Europeans. Export trade was based on minerals and a few other
41
primary commodities. Britain was the main trading partner.
Also, the colonial authorities enacted policies that supported
the growth of large expatriate firms. For instance, tax relief
ordinances passed in the 1950's guaranteed foreign investors exemption
from company taxes for "pioneer" industries, allowances on building
and plant facilities, and relief from import duties. Tariff walls
were built around expatriate investments; national policy statements
42welcomed foreign investors and denounced nationalization. Further,
the colonial constitution gave the expatriate firms freedom to
repatriate profits and dividends. In the petroleum industry, territorially
unlimited exploration rights that were automatically renewable after
43
thirty years, were granted to the British petroleum company. In a
deliberate attempt to accentuate foreign dominance and control, the
World War II statutory marketing regulation established an official
govennment monopoly over the purchase, export, and marketing of all
^^R.D. Ekundare, An Economic History of Nigeria (London: Methuen
and Company, 1978), p. 120.
^^Ibid., p. 200.
James S. Coleman, Nigeria: Background to Nationalism, (Berkeley,
California: University of California Press, 1963), pp. 80-90.
^^Ibid., p. 88.
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agricultural produce in West Africa under the jurisdiction of the
West African produce control board. Much of the proceeds from farm
exports were kept away from the Nigerian farmer by the board and
retained in Britain in the form of British securities—an estimated
44
$238 million by 1960. Some commercial banking was also controlled
by foreigners. Foreign firms had the surer access to credit facilities.
Under these circumstances it was not possible for a large indigeneous
45
capital owning class to emerge in Nigeria. As a result, the expatriate
firms continue to dominate the modern sector of the Nigerian economy
The colonial structure of distribution of firms from economic
growth was designed to benefit foreigners. The middle and upper levels
of wage and salary scales were set according to the prevailing pay
scale in Britain as a means of encouraging British personnel to take
46
up administrative positions in the colony. Efforts to equalize
this structure have become a major source of conflict in Nigeria.
Another important deterent to development during the era was the
arbitrary boundary that forced various different groups and culture
together under one nation. Consequently, Nigeria faces enormous
problem of tribalism. This has influenced the regional dispersion
of industries a great deal. The ethnic motivated rivalry that precedes
the location of industries and other projects is indicative of this
James S. Colomann, Nigeria: Background to Nationalism (Berkeley,
California: University of California Press, 1963), pp. 81-82.
45
Akeredolu-Ale, op. cit., p. 40.
46
"Editor's Comment," Lagos Daily Times, November 5, 1978, p. 2.
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fact. Nafziger states that "since 1949-1963, when the Nigerian elites
were first consulted by the British in a constitution review, the
people of Nigeria have engaged in a continous regional communal and
class struggle for a share of the economic benefits of the accompanying
modernization. The two coups d'etat of 1966 and the Civil War of
1967-1970 were the most virulent of these struggles.These
colonially rooted distortions have had far reaching implication for
the Nigerian post independent economy.
Post Independence Foreign Economic Policy
For a considerably long period after Nigeria became independent in
1960, no major policy changes took place. Instead, Nigerian political
elites enacted policies that further strengthened the dominance of
foreign investors in the economic affairs of the nation. Constitution¬
ally, binding ordiances were used to assure foreign investors of the
freedom to repatriate profits dividends and capital. Nationalization
was denounced at all levels of political authority, and pressure for
48
indigenization from local businessmen was dismissed as irresponsible.
Except for the war years (1967-1971), when Nigeria was in need
of funds to finance its enormous arms deal, no major effort was made
to curb the excessive drain of finance capital by the flourishing
Wayne Nafziger, African Capitalism, (London: Cambridge
University Press, 1978) p. 234.
^^First National Development Plan, 1962-1968 (Lagos, 1962),
Section 29. Also, Debate in the House of Representatives (Lagos,
November 29, 1961).
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. 49multinationals. Even then, the only thing that was done was to
impose a temporary super tax of sixty-five percent on all company
50
profits and dividends. However, soon after the war, the Head of
State General Gowon announced new incentives to induce foreign
investors. In his budget speech in 1975, Gowon announced that
"import duties would be cut, excise duties for locally manufactured
goods abolished, and most significantly for multinationals, foreign
exchange controls were to be considerably relaxed. The expatriate
quota law frequently citicized by expatriate managers was relaxed;
limits on payments to nonresident directors of Nigerian companies
were abolished; the tax on company profits was reduced from sixty-five
percent to forty percent, and the first $9,600 of any company profit
51
was declared tax free. Even after the coup that toppled Gowon in
July 1975, the multinationals were quickly assured of the security of
their investment. General Mortal a, Gowon's successor, in his first
public address declared: "Foreign investment will also be protected.
The government will honor all obligations entered into by the previous
52
government of the federation." Fortunately, these new measures
coincided with the oil "boom" and so Nigeria could afford to sustain
them without much ado. Besides, the war torn economy was in dire
need of repairs and Nigeria needed foreign assistance. In fact, some
49
Lagos Daily Times, July 31, 1975, p. 4.
50^^Ibid., p. 5.
^^Lagos Daily Times, April 1, 1975, p. 4.
^^Lagos Daily Times, July 31, 1975, p.
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writers have come to view the war as being "externally manipulated to
53
keep Nigeria open for exploitation for a long time to come."
Meanwhile, the emerging local capitalist, university professors
and students, professionals, and organized labor union continued to
pressurize the government to enforce the provisions of the indigenization
decree already accepted in principle by the exiting colonial
54
administration. Various researchers pointed to the "predatory nature
of foreign monopoly capital; its inherent tendency to hamper local
55
industrialization and to perpetuate mercantile capitalism. In short,
articulate public opinion relentlessly called on the federal government
to adopt more "aggressive" policies that would enhance Nigeria's
economic independence and make its newly acquired political freedom
more meaningful. The much needed change did not come until the late
1970's when indigenization became a strongly favored economic policy
option. This is not to say indigenization is a late 1970 policy.
Indigenization of industrial ownership had been hinted at as early as
June 1971 and some important expatriate firms had already offered
ordinary shares to Nigerian public as a means of forestalling possible
56
future punitive actions by government. Also, a general commitment
CO
Akeredolu-Ale, "Private Foreign Investment in Nigeria," Nigerian




Paul Collins, "Political Economy of Indigenization: The Case of
the Nigerian Enterprise Promotions Decree," The African Review, 4
(1974), p. 493.
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to a policy of increased national economic control had in fact been
made in the Second National Development Plan, 1970-1974. The Plan
declared: "The government will seek to acquire by law of necessity,
equity participation in a number of strategic industries that will be
specified from time to time. In order to ensure that the economic
destiny of Nigeria is determined by Nigerians themselves, the government
will seek to widen and intensify its positive participation in
industrial development." As a follow up, the government promulgated
in March 1972 the Nigerian Enterprise Promotion Decree. The provision
of this decree reserved for Nigerians certain types of businesses (see
the attached schedule) with effect from March 31, 1974. Similar
measures in the management of foreign owned enterprises had been
stated in 1966/1967 when the expatriate quota allocation board was
established.^® But these, like most decrees aimed at changing
established status quo, remained passive clauses in the plan or at
best minimally enforced. For instance, the provisions of the Enter¬
prise Promotions Decress were to take effect by March 1974, but a
survey in 1975 revealed that only one-third of the affected enterprises
had complied fully with the decree's provisions. Consequently, the
decree was revised and extended in June 1976 and formally promulgated
®^The Second National Development Plan (1970-1974), Section 20,
Lagos, p. 81.
CO
Paul Collins, "Political Economy of Indigenization: The Case
of the Nigerian Enterprise Promotions Decree," The African Review,
4, (1974) p. 494.
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NIGERIA'S LIST OF RESTRICTED INDUSTRIAL SECTORS
Schedule I
Enterprises exclusively reserved for Nigerian ownership under the
1977 decree are as follows:
+ Adversiting and public relations
+ Assembly of radios, record changers, televisions, tape recorders and
electric domestic appliances not combined with manufacture of components
+ Blending and bottling of alchoholic drinks
+ Blocks and ordinary tiles manufactured for building and construction
works
+ Bread and cake making
+ Candle manufacture
+ Casinos and gaming centers
+ Cinemas and other places of entertainment
+ Commercial transportation (wet and dry cargo and fuel)
+ Commission agents
+ Department stores and supermarkets with less than N2 million turnover
+ Distribution agencies, excluding motor vehicles, machinery and
equipment and spare parts
+ Electrical repair shops, unless associated with distribution of
electrical goods
+ Film distribution
+ Freight forwarding (indenting and confirming)
+ Hairdressing
+ Ice cream making
+ Manufacture of suitcases, briefcases, handbags, purses, wallets,
portfolios and shopping bags
+ Manufacturers' representatives
+ Office cleaning
+ Pool betting and lotteries
+ Poultry farming
+ Printing of stationeary
+ Protective agencies
+ Real estate agents
+ Stevedoring and shorehandling
+ Travel agencies
+ Watch, clock and jewelry repairs




The following enterprises require sixty percent Nigerian ownership:
+ All undertakings with N25 million annual turnover




+ Business services (management and consulting), but not machinery
and equipment rental and leasing
+ Canning and preserving of fruits and vegetables
+ Cement manufacturing
+ Clearing and forwarding agencies
+ Coastal and inland waterway's shipping
+ Construction
+ Department stores and supermarkets with a turnover of more than
N2 million
+ Distribution agencies for machines and technical equipment
+ Distribution and servicing of motor vehicles, tractors and spare
parts thereof, or other similar objects
+ Fashion design
+ Fertilizer production
+ Fish and shrimp trawling and processing
+ Grain mill products except rice milling
+ Industrial clearning
+ Insecticides, pesticides and fungicides
+ Insurance (all classes)
+ Internal air transportation
+ Lighterage
+ Manufacture of basic iron and steel
+ Manufacture of bicycles
+ Manufacture of biscuits and similar dry bakery products
+ Manufacture of cocoa, chocolate and sugar confectionery
+ Manufacture of cosmestic and perfumery
+ Manufacture of dairy products--butter, cheese and other milk products
+ Manufacture of food products such as yeast, starch, baking powder;
coffee roasting; processing of tea leaves into black tea
+ Manufacture of furniture and interior decoration
+ Manufacture of leather footwear
+ Manufacture of matches
+ Manufacture of metal containers
+ Manufacture of metal fixtures for household, office and public use
+ Manufacture of paints, varnishes or similar articles
+ Manufacture of pens, pencils, umbrellas, canes, buttons, brooms,
brushes, lampshades, tobacco pipes, cigarette holders and toys
+ Manufacture of plastic products
+ Manufacture of rubber products
+ Manufacture of soaps and detergents
+ Manufacture of tires and tubes for vehicles
+ Manufacture of bicyle and motorcycle tire
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+ Manufacture of wire, nails, washers, bolts, nuts and similar articles
+ Mining and quarrying
+ Oil seed milling and crushing
+ Paper conversion industries
+ Petrochemical feedstock industries
+ Photographic studios, including commercial and aerial photography
+ Plantation cultivation of trees, grains and other cash crops
+ Plantation sugar cultivation and processing
+ Printing of books
+ Production of sawed timber, plywood, veneers and other wood
conversion industries
+ Publishing of books, periodicals, etc.
+ Pulp and paper mills
+ Restaurants, cafes and other eating and drinking places
+ Salt refining and packaging
+ Screen printing on cloth dyeing
+ Slaughtering and storage associated with the industrial processing
and distribution of meat
+ Tanners and leather finishing
+ Wholesale distribution of imported goods
Schedule III
The ventures requiring a minimum forty percent Nigerian ownership are
all enterprises not included in Schedules I or II and not belonging




The law, as it now stands, classifies industries under three
schedules: Schedule I - enterprises are reserved exclusively for
Nigerians; Schedule II - enterprises must have sixty percent Nigerian
ownership; and Schedule III -enterprises must have a minimum of forty
percent Nigerian ownership. The Nigerian enterprise promotion board
was set up under the chairmanship of the Permanent Secretary of the
Federal Ministry for industries. Twelve similar boards were also set
up at the state level and charged with the responsibility of channeling
information to the federal board about enterprises affected by the
decree, to oversee its implementation and to assist and advise
prospective indigenous entrepreneurs. Wide powers were vested in the
Chairman of the federal board to alter the list of enterprises, the
requirements for any particular type of business and to exempt any
particular concern from all or any of the requirements of the decree.
In the event of default, the federal board had the express power to
turn the enterprise over to the federal government and without
compensation to the foreign investor.
In spite of these elaborate schemes, the general opinion is that
the attempt has been unsuccessful.^® Critics maintain that the decree
has only enhanced ownership participation but has not ensured any
appreciable control by Nigerians. Two sets of factors are generally
associated with this failure. The first set relate to the uncertainty
^®Central Bank of Nigeria Economic and Financial Review, 8 (1976),
p. 24.
®®Lagos Daily Time, November 1979, p.ll.
-37-
about the status of a large number of aliens who claimed they were
born in Nigeria and the evasive behavior on the part of a large
number of foreign entrepreneurs. For example, it is on record that
a large number of firms inflated the prices of business, partly to
deter prospective buyers and partly to gain more favorable conditions,
fil
granted large establishments in Schedule II and III. These two
factors delayed the implementation of the decree.
A more serious flaw of the exercise is the fact that it was
designed to aggrandize local petty bourgeoisie. As a Daily Times
correspondent puts it: "It was an attempt to funnel import trade
through indigenous businessmen, to forge avenues for greater partici¬
pation by local agents of exploitation and to shape new forms of
62
dependent structures." There are good reasons to believe that this
it true. To begin with, the banks, including the Nigerian Bank for
Industry and Commerce (NBIC), have generally preferred to grant loans
to the already existing indigenous limited liability companies. Secondly,
the banks do not normally grant application for business loans below
N20,000. (Ironically, the small-scale enterprise in Nigeria is described
as one having fixed capital asset with less than N20,000.) Also, the
eleven million Naira lent by the NBIC since 1973, only two million
CO
has gone to indigenization projects. Thirdly, the machinery
C 1
°
Lagos Daily Times, November 1, 1979, p. 4 and 5.
62
Lagos Daily Times, November 4, 1979.
cq
Central Bank of Nigeria, Economic and Financial Review, 10,
1978, p. 12.
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set up to oversee the implementation of the decree was too centralized
and favored businessmen in Lagos. What all this imply is that only a
few already budding capitalists who had the ability of establishing
larger scale industries could benefit from the scheme. Besides, time
and time again, the Nigerian leadership have indicated that their
intention was not to change the dependent status, but to create an
environment where local capitalists would grow alongside foreign
capitalists. Under the new symbiosis, the local capitalists would provide
the financial capital while the foreigners would provide the technology.
Thus, Gowon declared: "We are consolidating our political independence
by doing all we can to promote more participation by Nigerians in our
economic life while attracting more investment in sectors of economy
64
where Nigerians are not yet able to rely on themselves." While it
is not clearly stated in this speech where such reliance is needed, a
close scrutiny of the various schedules will reveal that capital
intensive manufacturing is one of those sectors where such dependent
structures is being fostered. The schedule I industries are mainly
distributive, import trade and small-scale manufacturing. This is
completely sealed off from foreign investment. The Schedule II
industries comprise mainly of large scale and relatively more capital
intensive manufacturing. In this category the foreign investor is
allowed up to forty percent share and in fact, if the envisaged fixed
capital asset is "large enough", the decree allows for his venture to be
fid
General Yakubu Gowon, "Speech Delivered at the Royal College
of Defence Studies," June 1975.
i
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class if led under Schedule III where he can own up to sixty percent
shares. Thus, the institutional push has been in the direction of
more capital intensive production. Just how long this new pattern of
dependent development will be fostered is not immediately clear, but
there is every indication that the political elites are in no hurry
to change it. The federal minister for finance recently declared:
"We (Nigeria) shall continue to seek foreign assistance not so much
for the financial capital, but from the point of view of a total
package of technology which Nigeria shall continue to need for a long
65time." Nevertheless, the real cause for apprehension vis-a-vis
employment lies in the source and nature of technology transferred.
Whenever the role is called United Kingdom, America (the U.S.), Western
Germany and Japan feature prominently. All these nations, as we know,
are in a far advanced stage of technological development prompted by
the relative scarcity of manpower. Such technology, when adopted in
Nigeria, prevents the maximum utilization of one of its most abundant
resources--manpower.
c c
As quoted in P.A. Green Nigeria: Trade and External Dependence,
London (Longman Publishers, 1980), p. 64.
CHAPTER III
FOREIGN INVESTMENT AND PATTERN OF
PRODUCTION IN THE MANUFACTURING SECTOR
Through its foreign investment policies, Nigeria has created a
climate that has encouraged investment by multinational firms,
especially since the political independence in 1960. During the
colonial era, such investments were limited to trading activities.
But when the basis of foreign investment policy changed from support
of the expatriate trading firms to the inducement of expatriate
industrial and manufacturing concerns, the entrenched trading firms
redeployed their efforts and diversified into manufacturing.^^ The
inflow of foreign capital became pronounced beginning in the final
years before independence in 1960. In terms of total foreign invested
capital in the economy, British investors remain predominant though
their relative share of total foreign investment has decreased
significantly.®^ In 1962, British share of total foreign investment
in Nigeria was about sixty-two percent, but by 1973 it had dropped
to forty-nine percent. Since then it has remained almost steady at
that level. Most of the lost share is accounted for by increase in
investment from the United States whose relative share of foreign
investment in Nigeria has increased from about nine percent in 1962
to around twenty-eight percent in 1980. The shift is not unconnected
Peter Kilby, Industrialization in An Open Economy: Nigeria (1945-
1966) Cambridge: Cambridge University Press, 1969), p. 82.
^P.A. Green, Nigeria: Trade and External Dependence, (London,
Longman Publishers, 1980), p. 91.
U.S. Department of Commerce, Nigeria: A Country Study, 1981, pp.84-86.
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with the events of the Nigerian Civil War which forced Nigeria to
establish stronger trade relations with the United States in order
to ensure free flow of American arms into Nigeria. A second, and by
far the most important, factor has had to do with the change in
composition of the commodities that Nigeria has to offer in the
international market. From 1969, petroleum has been the most important
export for Nigeria. In that year it accounted for about fifty-eight
percent of total export value. It 1970 its share in total export rose
to seventy-four percent and by 1974 it had reached ninety percent, a
69
proportion maintained thereafter into the 1980's. During the 1970's,
the United States was the most important purchaser of oil, particularly
Nigerian oil. The most spectacular increase in the flow of Nigerian
oil into the United States occurred between 1974 and 1979 when export
of oil to the United States rose from twenty-nine percent of the total
petroleum export to 46.8 percent. In all other nonpetroleum products,
trade with Britain was the most significant. Britain and other members
of the European Economic Community together account for about seventy-
four percent of total export of Nigeria's nonpetroleum products, while
the United States accounted for about eleven percent. The Federal
Republic of Germany (West Germany) and the Netherlands were the next
important buyers of Nigeria's nonpetroleum products during the 1970's.
Trade with other African countries and the East European Communist
countries remained rather insignificant. It is not surprising therefore
fiQ
U.S. Department of Commerce, Nigeria: A Country Study, 1981,
p. 85.
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that the bulk of imports of capital goods and foreign investment in
Nigeria's manufacturing sector have come from the United States, Britain
and West Germany. These three countries hold almost equal shares of
paid up capital in the manufacturing sector (see Table IV). Most
foreign investment in Nigeria's manufacturing sector are concentrated
in import substitution industries such as textiles, cement, beer
brewing, tobacco products, soap and cosmestics, food products, sugar
refining, dairy processing, grain mill products and sawmilling.
Another set of enterprises where foreign investment is growing, though
still relatively small, is industrial chemicals pharmaceuticals,
machinery, electronic equipment and car assembly piants.The first
set of industries are often erroneously classified as low technological
industries. Thus, suggesting that they are small-scale and labor
intensive. The second set is regarded as capital intensive—such
classification is deceptive. Peter Kilby, describing the structure
of manufacturing in Nigeria, maintained: "Representative points on a
continuous spectrum would include highly capital intensive European
or government-owned enterprises, medium scale assembly plants of more
labor intensive character but still employing advanced technical
process, small-scale, yet captial-intensive producers, skilled
artisanate industries utilizing mainly hand tools, marginally employed
semi-skilled producers making crude consumer goods and lastly commercial
processing in the household.In short, except for artisans,
^^Industrial Survey of Nigeria, Federal Office of Statistics,
Lagos, 1980, p. 96.
^^Peter Kilby, Industrialization in an Open Economy, p. 17.
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TABLE IV: DIRECTION OF EXPORT TRADE, SELECTED YEARS, 1974-1979
(IN PERCENT)
Petroleum Exports
1974 1976 1977 1978 1979^
European Economic
Community (EEC)^
Belgium-Luxembourg 0.5 0.5 0.1 0.3 0.2
Denmark 0.5 0.2 0.1 0.2 0.1
France 10.7 9.1 7.8 11.3 10.1
West Germany3 7.0 6.3 5.2 7.5 6.8
Ireland 0 0 0 0 0
Italy 1.4 0.8 1.2 3.4 3.6
Netherlands 13.8 9.7 10.2 13.2 12.7
Britain 16.0 9.1 6.3 2.6 2.1
Total EEC 49.0 35.7 30.9 38.5 35.6
Eastern Europe^ 0 0 0 0 0
United States 28.8 36.1 41.8 44.1 46.8
Japan 4.3 0.4 0 0 0
Africa 1.7 1.8 2.3 3.1 3.4
Other 15.3 26.0 25.0 14.3 14.2
TOTAL 100.0 100.0 100.0 100.0 100.0
Non-Petroleum Exports
1974 1976 1977 1978 1979^
European Economic
Community (EEC)^
Belgium-Luxembourg 2.6 1.9 1.7 1.2 1.1
Denmark 3.4 0.7 0.8 0.3 0.3
France 1.7 2.0 2.9 9.3 9.6
West Germany^ 9.3 10.8 16.0 17.4 17.4
Ireland 0.9 0.5 0 0.4 0.3
Italy 3.5 2.7 2.5 4.3 4.0
Netherlands 12.6 18.4 24.1 15.0 13.7
Britain 28.0 29.8 30.7 28.0 27.8
Total EEC 62.0 66.8 78.7 75.9 74.2
Eastern Europe^ 19.6 7.3 3.3 4.2 4.1
United States 9.7 17.7 10.9 11.9 12.2
Japan 1.4 1.6 1.4 0.6 0.6
Africa 4.7 5.7 3.1 3.5 3.7
Other 2.6 0.9 2.6 3.9 5.2
TOTAL 100.0 100.0 100.0 100.0 100.0
0 - None
^Provisional.
^Also known as the Common Market.
^Federal Republic of Germany.
^Czechoslovakia, Hungary, Poland, Soviet Union, Yugoslavia.
SOURCE: Federal Department of Statistics, Lagos, Nigeria, 1980.
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TABLE V: FLOW OF FOREIGN PRIVATE CAPITAL BY COUNTRY OF ORIGIN
(Figures in Millions)
Year U.K. U.S. W. Europe Others
1961 32.8 14.4 13.6 3.4
1962 16.8 9.0 15.2 8.8
1963 45.8 13.4 28.8 4.4
1964 99.4 32.8 36.2 13.6
1965 105.6 39.6 47.8 13.0
1966 101.0 16.2 47.4 9.2
1967 33.4 59.4 9.8 4.4
1968 68.0 18.8 11.6 8.0
1969 36.2 56.2 39.4 18.8
1970 94.6 73.6 58.0 23.8
1971 207.0 151.4 92.6 38.4
1972 236.0 17.1 150.9 28.8
1973 265.8 174.3 91.7 46.9
1974 119.7 159.0 128.0 24.0
SOURCE: Central Bank of Nigeria, Lagos, 1974 and 1976.
household commercial producers and assembly plants (presumably bicycles,
motorcycles and electronics) there is, on the average, no manufacturing
establishment that merits the term “low technology industries" (in the
same sense assmall scale and labor intensive technology).
This is a widely recognized fact. The Chief of Staff Supreme Head-
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quarters, Brigadier Shehu Yardua, addressing the Nigerian Association
of Technical Students declared: "Nigeria is moving away from an era of
low technology, light industries to an era of high techology industriali¬
zation. For this transformation to be meaningful, Nigeria must be able
to produce the vital manpower that can ensure the successful process of
the transfer of technology". A recently published industrial survey
in Nigeria also supports the view that the mode of production is
becoming increasingly capital intensive (see the figures in Table VI).
The two industries show similar trends over the years. In the textile
industry, in 1965, it took the multinational corporations (defined as
enterprise with at least forty percent share belonging to MNC) 0.582
units of capital to employ one unit of labor. By 1980 it took 5.4 units
of capital to employ one unit of labor. This represents an almost
tenfold increase in relative capital content over a fifteen-year
period. Within the same industry (the textile industry), the domestic
firms required 0.386 unit of capital to employ one unit of labor in
1965, while in 1980 they required 3.925 units of capital to employ
one unit of labor. (Domestic firms are described as firms with one
indigenous entrepreneur--private individual, state government or
federal government—holding more shares than MNC.) This also represents
a tenfold increase over the same period. In the sawmilling industry,
a similar pattern prevails. In 1965, the MNC's required 0.250 unit
of capital to employ one unit of operative, but in 1980, 4.916 units
were required to employ one unit of operative. The domestic firms
in 1965 required 0.055 unit of capital to employ one unit of operative.
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TABLE VI: CAPITAL INTENSITY IN TEXTILE AND SAWMILLING INDUSTRIES
Textiles Sawmilling
Year Total Value of Machinery Total Value of Machinery
Wage of A11 Semi and Wage of A11 Semi and
Unskilled Workers Unskilled Workers
MCN's Domestic MNC's Domestic
1965 0.582 0.386 0.250 0.055
1970 0.790 0.457 0.251 0.040
1971 0.996 0.642 0.335 0.065
1972 1.384 0.924 0.477 0.089
1973 1.740 1.22 1.89 1.26
1974 2.32 1.84 2.92 1.993
1975 3.18 2.06 3.22 2.506
1976 3.64 2.66 3.92 2.823
1977 3.70 2.96 3.90 3.022
1978 4.57 3.45 4.28 3.236
1979 4.87 3.64 4.66 3.40
1980 5.4 3.925 4.916 3.822
SOURCE: Federal Office of Statistics, Industrial Surveys Division,
Lagos, 1980 (Statistical Supplement), p. 95.
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Food Products 388.12 9.6 296 479 38.8
Tobacco 135.8 3.4 8 191 101.8
Sawmilling 155.3 3.8 65 319 72.06
Textiles 465.7 11.5 97 319 271.9
Beer Brewing 194.1 4.8 10 96 134.4
Industrial
Chemicals 116.4 2.9 5 44.2 116.6
Cement 97.0 2.4 10 127 72.9
Soap & Cosmetics 77.6 1.9 30 64 42.4
Rubber Products 116.4 2.9 30 575 52.6
Metal Products 194.0 4.7 200 950 19.5
Percent by Total Employed Percent Foreign Shares
Industries 5 Largest by 5 Largest Employed
Establishments Establishments Total Shares
( 000) in 5 Largest
(6) = (5)/(l) (7) 8 = 7/4 Establishments
Food Products 10 7.5 9.6 0.23
Tobacco 75 76.4 40 0.60
Sawmi11ing 46.4 79.7 25 0.38
Textiles 58.4 63 20 0.40
Beer Brewing 69.2 44 46 0.38
Industrial
Chemicals 100 44.2 100 0.54
Cement 75.16 57.15 45 0.60
Soap & Cosmetics 54.6 24.33 38 0.40
Rubber Products 45.2 104 18 0.34
Metal Products 10.06 7.6 0.8 0.45
SOURCE: Adapted from Kasim Ibrahim, Neocolonialism in Africa: The Case of Nigeria
(Zaria Ahmadu Bello University), 1980, p. 81.
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butinl980 they required 3.822 units of capital to employ one unit of
labor. It can be concluded therefore that manufacturing (particularly
in textile and sawmilling industries) has followed capital intensive
growth path. Further, this problem is more malign in firms with
greater degree of foreign participation.
The data in Table VII also show some interesting relationship
between output, employment creation and degree of foreign participation.
Apart from the severe cases of oligopoly, it is clear that those firms
producing the largest proportion of the output employed a disappointingly
smaller proportion of total labor force employed within the industry.
The five largest establishments (ranked according to investment in
fixed capital asset) in tobacco industry, for instance, employed forty
percent of the total labor force in that industry but produced seventy-
five percent of the total output in the tobacco industry. A similar
situation exists, in varying degree, in all other industries included
in the table. All the industries, except food products, are dominated
by foreign investors. Also, it is widely recognized by economists that
a highly capital intensive production technique creates a restricted,
limited and upper class society. But most importantly, it favors the
use of skilled over unskilled labor and allows for growing incomes
for a small section of the workforce. Evidence on the distribution
of income in Nigeria, especially within the manufacturing sector, can
therefore be used as a rough indicator of capital-intensity bias within
the sector. Table VIII shows that income distribution is very highly
skewed in favor of the upper twenty and five percent of income earners.
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TABLE VIII
PERCENTAGE SHARES OF GROSS INCOMES ACCORDING











Mining/Quarrying 8.3 27.8 11.5 57.8 30.7
Manufacturing 5.0 15.4 6.0 74.7 48.0
Agriculture 11.0 38.0 14.7 42.7 19.3
Transport/Communi¬
cation 6.2 26.0 10.8 59.5 35.3
Building/Constru-
tion 8.2 25.2 9.3 58.7 40.7
Trading/Business
Service 7.3 23.5 8.5 63.3 43.3
Miscellaneous 8.0 27.5 11.5 57.0 40.7
SOURCE: Federal Ministry of Labor, Labor Force Sample Survey, 1979,
Lagos, Nigeria, p. 60.
Inequality, in turn, tends to bias consumption pattern in favor of goods
with high import content and goods produced through highly capital
intensive technique. This is so because the tendency to consume
imported products is higher among the rich. This leads to foreign
exchange depletion, hinders further investment in imported goods, and
intermediate products needed to expand employment.
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Due to shortage of data,a thorough investigation of the impact
of inequality on employment was not possible. Nevertheless, the data
in Table IX provides a rough indication of the situation. The import
content shown in the last column is relatively low in the production
of basic consumer goods like clothing, footwear, beverages, and
furniture. On the other hand, the import coefficient is much higher
for electrical consumer durables which are bought largely by the higher
income group. It can, however, be argued that concentration of
income in a few hands may lead to increased employment in the long
run by providing savings which are needed to buy the capital equipment
that makes increased employment possible. But even if this is so,
such investment will more than likely be in capital intensive production
because of the bias in consumption pattern.






Value of Total Inputs
Food Products 70 30
Tobacco 40 35
Clothing and Footwear 60 45
Furniture 46 40
Electronic Equipments 35 76
Transport 66 70
Machinery and Appliances 75 80
Metal Products 45 56




According to the dependency theorists, one of the ways in which
multinational corporations create unemployment is through the
72
displacement of indigenous enterprises. Such displacement can take
any of the following four forms.
A. Artisan displacment. This refers to the displacement of
small artisan and semiskilled handicraft production or
the elimination from competition of small cottage and home
industries engaged in the production of similar, although
not directly comparable, products.
B. Firm displacement. This refers to the outright elimination
of indigenous firms by multinationals through competition
or buying out.
C. Market displacement. Displacement of the position of the
domestic firms in the domestic market by capturing an
increasing share of the domestic market for comparable
products.
D. Preemptive displacement. Displacement by barriers to entry
of indigenous firms; the situation where indigenous firms
are inhibited or prevented from investing in industries
initiated and fully controlled by multinationals.
72
Osvaldo Sunkel and Edmond F. Fuenzalida, "Transnationalization
and Its National Consequences" in Transnational Capitalism and National
Development edited by J. Vi11 ami 1 (New Jersey: Humanity Press, 1979),
p. 84.
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All these forms of displacement constitutes structural deterrents
that keep indigenous entrepreneurs from initiating new productive
investments in industries in general, but particularly in those
controlled by multinationals. Recent examples of the various forms
of displacement are rather scanty, not because firm displacement by
multinationals is nonexistent, but because such elimination is hardly
ever documented. Firm displacement is often waved aside as the
inevitable consequence of the process of industrialization which has
nothing to do with the growth of multinational corporate investment
73
in Nigeria. It should, however, be borne in mind that the multi¬
national firms have all along featured prominently in the industriali¬
zation process in Nigeria. In spite of the long sojourn of monopoly
capital in Nigeria, no one will deny the fact that in all of the
industries where multinationals dominate today, including mining and
industrial chemicals, they were preceded by indigenous units employing
totally indigenous technology. Locally produced tobacco products
such as "black fat" and "bookies"; production of beer from corn and
millet and wine from kola nuts; production of textiles goods; production
of industrial chemicals such as dye from native plants; the manufacture
of sugar from cane; production of building materials such as laterite
mud compounds; all preceded any comparable foreign goods that today
dominate the market. A recent example of market displacement is
provided by a study conducted by E.C.R. Uche in the cooking utensils
73
Lagos Daily Times, December 8, 1982, p.
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industries (see Table X). The statistics show that in terms of absolute
value the total supply of cooking utensils by indigenous firms declined
from Pt 0.816 m (or 60.2 percent of total supply) in 1970 to W 0.363 m
(or 25.00 percent of total) in 1978. On the other hand, the share of
multinational corporations in the market increased from Pt 0.577 m (or
twenty-eight percent of total supply) in 1972 to Pt 1.088 m in 1978
(or seventy-five percent of total supply). Note also that the multi¬
national corporations first penetrated the market in 1972. Two years
later importation of utensils was banned--evidently to protect the
multinational corporations. Such state collaboration encourages the
strong position of multinational corporations. Another way the State
has encouraged multinational corporate monopoly is through the
incentive system such as "pioneer" status--the irony is that these
imperialists are the same people who destroyed the indigenous
establishments in the area-- they now seek pioneer status. Under this
scheme, newly established firms are granted tax holidays for up to
five years. During this period, the firms can import, duty free, all
capital and other inputs not locally available and can repatriate all
profits made. Such incentives impose constraints on the financial
capability of the nation. It also implies a denial of further investment
capital to indigenous entrepeneurs. Some people would probably argue
that such pioneer status are extended to the indigenous entrepreneur
as well. But it should be borne in mind that the MNC's international
connection and scale of operation places them in a more advantageous
position. Thus whenever such incentives are offered, the MNC's are
bound to take better advantage of it.
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TABLE X: LOCAL DEMAND FOR DOMESTIC GOODS
(Pottery, Chinaware and Other Cooking Utensils)




















1970 1.356 0.816 60.2 — — 0.54 39.8
1971 1.480 0.918 62.0 — — 0.562 38.0
1972 2.06 1.03 50.00 0.577 28.00 0.453 22
1973 1.45 0.58 40.00 0.609 42.00 0.261 18.0
1974 1.33 0.426 32.00 0.905 68.00 — —
1975 1.45 0.435 30.00 1.015 70.00 — —
1976 1.66 0.432 26.00 1.2284 74.00 — —
1977 1.82 0.463 25.4 1.358 74.6 — —
1978 1.45 0.363 25.00 1.088 75.0 — —
SOURCE: Adapted and aggregated by the author from E.C.R. Uche, Price-
Elasticity of Demand for Locally Produced Goods, Lagos
University Press, Lagos, 1982, p. 196.
The net effect of this is the tendency for oligopoly to prevail
and a large number of possibly labor intensive production to be
discouraged.
Location of Infrastructure and the Spatial Arrangement of Industries
The Nigerian government hs played a crucial role in providing
infrastructures such as roads, railways and posts. It has also been
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responsible for producing and distributing the power, water and
sewerage and telecommunication services essential to the growth of
industrial activities. Since independence in 1960, Nigeria has
invested a significant proportion of its total capital development
fund in infrastructure—well over one-fifth of actual expenditure in
the first plan (1962-1970), about one-third in the second plan (1970-
1975), and about one-fifth in the third plan (1975-1980).^^ In spite
of this, the basic infrastructure is still inadequate, traffic jams
characterize the major cities, the ports remain perpetually congested
—at levels reportedly unequaled elsewhere in the world, air services
fail regularly to satisfy the growing demand from travellers, and
power failures continue to be a routine occurrence. Above all, this
infrastructure is disproportionately concentrated in the cities
thereby ensuring that industries are concentrated in the urban centers
--especially in the state capitals--or within a few kilometers from the
cities. Table XI shows the location quotient for some cities.
The high ratio for Lagos is said to result from the fact that
it has the best air and seaports facilities. Fadugba wrote:
"Lagos has the advantage of being the administrative
headquarters of the country and it is relatively better
off in terms of infrastructure. It has a good communi¬
cation network with the rest of the country, as well as
the outside world. The same goes for other cities."75
^^Third National Development Plan, Lagos (1974-1980), p. 26.
75
E.D. Ibrahim, Spatial Arrangement of Industries in Nigeria and
Its Implication for Development, (Jos: University of Jos, 1971).
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TABLE XI: INDUSTRIAL CONCENTRATION, 1978
Location Quotient = Ratio of Total Invested Capital in the City











Lagos 6.3 506.4 17.6 25
Jos 1.6 22.3 4.2 14
Kano 3.2 40.2 6.6 19
Kadnna 1.3 50.0 2.1 10
Aba 0.9 86.4 4.2 8
Enugu 2.6 168.2 3.4 16
Post Harcourt 0.8 34.6 1.6 11
Calabar 2.5 25.00 2.2 14
Oyo 0.2 16.2 0.9 6
SOURCE: Federal Office of Statistics, Labor Force Sample Survey, 1979
and Industrial Survey, 1979, Lagos, 1979 (As published in
H.C. Green's Urbanization and Social Disequilibrium.
The direct consequence is that most of the employment and income
resulting from Nigeria's industrialization effort is in the urban
centers. This tends to induce migration from the rural areas.
On the other hand, though a large number of the total workforce
still remain in the rural agricultural sector, this sector has suffered
considerable decline. For example, during the early 1970's, the
principal export crops included cocoa, cotton, groundnut, and oil palm
tree products, but by 1980, cocoa was the only one of major importance.
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Even then, as reports show, "in 1978-1979 Nigeria's share of world
production in cocoa fell from fourteen percent to nine percent. Cocoa's
world price has also fallen so low that a federal subsidy is required to
pay farmers a price of about N 1.50 a ton (about two dollars a ton)."^^
Also in a recent study of the importance of agriculture in the economic
development of Nigeria, Ajoku concluded as follows. "After this some¬
what lengthy survey, it is important to arrive at the inevitable
conclusion that Nigerian agriculture is in bad shape--the status of
the poor farmer leaves much to be desired.
Several factors are responsible for this decline, including poor
weather, rudimentary nature of farming implements, limited use of fer¬
tilizer and an aging rural population. But of more importance is the
inadequacy of government effort at rural agricultural development.
I will illustrate with three examples. Firstly, the federal government
land scheme has ensured that land is taken from the rural farmer and
allotted to a few people who are often reluctant to commit such land
to agriculture. Prior to the land use decree of 1975, land belonged
to the community and all members of the community had access to land.
But by the provision of the decree, the right to dispense land is now
vested in the federal government. A commission set up to inquire into
allegation of "abuse of land use decree" concluded that in "sixty-nine
^^Lagos Daily Times, January 26, 1983.
Ajoku, Agricultural Development in Nigeria, A Thesis,
August 1980.
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percent of the cases land allotted for agricultural purposes were
used for resdiential buildings." A second example is the "operation
feed the nation" (OFN) which was launched by the federal government in
1976. Under the scheme credit facilities were provided for farmers
through the Agricultural Development Bank (ADB). In addition, all
imported fertilizers were subsidized by as much as eighty percent and
about two thousand tons of improved seeds were to be distributed to
farmers. All these were done in effort to reduce cost to the farmer
and boost productivity. But this effort was thwarted by "widespread
abuse of funds, discriminatory allocation of land and inadequate
79farmer education." The success of such a scheme depends to a great
extent on the receptability of the rural farmer to innovation and
improved technique. But apart from occasional discussions in the
media, often at a rather high academic level, nothing was done to
educate the farmers on the correct method of applying improved technique.
Consequently, those farmers who dared used fertilizers, used it
80
destructively." A third example is the case of the "model farms".
These farms, located in many parts of the country were to offer the
local farmers services like improved variety of inputs, information
on new techniques, pest control and general planning. But as a Daily
Times correspondent wrote in 1976: "Within months of take off, these
78
Federal Ministry of Information, Land Use Decree Release,
No. 1682, January 1982.
^^Focus on Nigerian Agricultural Development West Africa, No. 3002,




farms had began to show obvious signs of mismanagement. Most of
81the farms needed more of the services they were supposed to provide."
Generally speaking, therefore the rural sector was neglected.
The net effect of all this was to increase average rural-urban
82
income gap. In discussing the causes of rural-urban income gap,
another noteworthy factor that has contributed to the widening of
this gap is the federal government wage policy--or more appropriately--
the government's interaction with the multinational corporations in
the modern sector labor market. Multinational corporation are noted
to offer higher wages for all categories of their employees. This
often leads the labor unions to pressurize the government to bring
the wages of civil servants in line with those of the private sector.
Usually, the government establishes commissions of inquiring to
evaluate the situation. Based on the recommendation of the commission,
the government approves wage increases for all categories of civil
servants. Once this is done the multinationals respond with equal or
greater increases that reestablishes them as the highest paying
employees in the domestic labor market. For instance, in 1971 the
Adebo Commission, after months of extensive study of the wage structure
of civil servants and multinationals firms, recommended that "the
government adopt structures of compensation similar to those of the
Ol
Lagos Daily Times, June 1, 1980, p. 6.
QO
Anthony Ohuvole, Rural-Urban Migration and Its Implication for
Development (Ibadan: Ibadan University Press, 1980), p.
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multinational corporations in order to ensure that it was able to
recruit and retain its share of manpower". Shortly afterwards,
the differences reemerged and necessitated the institution of another
commission of inquiry under the chairmanship of Udoji in 1974. The
recommendations were similar to that of the Adebo Commission and the
government response was the same. Such wage increases do not directly
benefit the farmers since they are their own employers. The result
has been a growing disparity between urban and rural wages. Given such
disparity, the tendency has been for a large proportion of youth
to migrate to the urban centers in search of jobs thereby increasing
urban unemployment.
This phenomenon has been widely observed by researchers--notably
Lewis and Tadaro. Though these authors differ in terms of what specific
economic variable they emphasize and the outcome of migration, they
all agree that the rural-urban income gap tends to increase migration
(ref: review in earlier section of this thesis). Lewis maintained
that such migration will eradicate rural underemployment and increase
rural productivity. Todaro, on the other hand, introduced a second
variable--the probability of finding urban employment. Todaro maintains
that it is the rational consideration of the chances of finding an
urban employment that encourages rural migration into urban unemployment.
These assertions require more detailed investigation. Suffice it to
say that in the case of Nigeria, the choice open to any rural farmer
is between salaried high paying occupation or self employed low paying
jobs. The only way to enter the modern sector salaried employment is
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to go to the city where the employment agencies are located. Thus,
for as long as most jobs are created in the city and the wage differences
prevail (in favor of the urban sector), the tendency is for increased
rural-urban migration. A paradoxical situation (pointed out by Todaro)
may therefore exist where one job opening induces three or four migrants.
In sum, the structure of manufacturing is such that growth takes
place in a few firms employing relatively capital intensive technique
and so create rather few opportunities for employment. The problem
tends to be more serious in expatriate controlled firms than in
indigenous firms. Also, growth is concentrated in the urban center
while the rural sector suffers neglect. This tends to induce rural-urban
migration and increase urban unemployment.
Recommendations
Solution to the problem of unemployment in Nigeria, within the
context of this study, requires action in three broad areas:
(a) Improvement in the pattern of demand; (b) improvement in the
quality of the process through which demand is met, i.e. producing
things in a more labor-intensive way; and (c) bridging the rural-
urban differences.
Improvement in the pattern of demand calls for policies aimed
at reducing the relative effect of the consumption preferences of
the rich on aggregate demand while enhancing consumption by the poor.
This can be achieved through a more equitable distribution of assets
and income, and adjustment in the realtive prices of goods and services
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consumed by the rich and the poor. The strongest mechanism for achieving
a more equitable distribution of income is tax policy. The major
problem of the taxation system in Nigeria is tax evasion by self
OO
employed professionals, merchants, and industrialists. Until
recently, the main focus of attention of the institution charged with
responsibility of collecting taxes has been on petite traders and
poor rural farmers. The "big businessmen" have to a large extent been
left to determine their taxes by themselves. The result is that these
people often fail to declare all their income and so pay less than
their actual dues. In some cases nothing is ever paid. This is why
in 1978 the federal government decreed that tax receipts be made a
prerequisite for foreign exhange approval, award of government contract,
84
and election into government offices. While this has been an
effective way of checking the wave of default among businessmen in
the export-import trade, contractors and political aspirants, it still
leaves room for large-scale evasion by those private businessmen who
do not belong to this special category. Secondly, there is still
no systematic way of determining if the declared income of these
businessmen are accurate. What is needed therefore is a competent
auditing unit in all states of the federation and stiff penalties
for defaulters. Also of importance is the need to redirect such
revenues into programs that benefit the poor, particularly the rural
poor, in terms of productive employment. The aim of doing this is
04
Peter Atkins, Civic Responsibilities: Is Tax One of Them?
(Ibadan: Ibadan University Press, 1980).
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to increase rural income, increase demand for basic commodities that
require realtively high labor content for production, and discourage
rural-urban migration. There is also need to redistribute other assets
such as land, industrial capital and educational services in favor
of rural residents and the poor. Current effort by the government
to redistribute land leaves much to be desired. Apart from the fact
that it tends to transform farmland into land for residential buildings,
it favors only a few elites in the real estate business. The practice
of paying compensation to landowners in the form of cash tends to
worsen inequality since it simply implies the transformation of one
asset (land) into another asset (money) which can be invested in assets
with a higher yield. Instead, compensation for land should be in the
form of noncashable bonds. This will not only correct the tendency
for increasing concentration of wealth in a few hands, but will also
enhance the economic capability of the government of Nigeria. This
is so because money which would otherwise be paid out immediately to
previous land owners can be reinvested in productive activities that
increase employment. Of equal importance is the need to break the
existing monopoly over industrial capital. One way of doing this is
to decentralize the machinery responsible for loan and grants. The
state branches of industrial and agricultural banks should be made
autonomous bodies and provided with sufficient funds to meet local demand
for loans. Also, such government backed credit should be expanded to
encompass small-scale labor intensive operations. Nigeria should borrow
a leaf from Korea who has reaped enormous benefits, in term of employment
and growth, from its insistence that forty percent of all loans
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allocated to the industrial sector be granted to the small-scale
labor intensive producers. In order to ensure the success of such
credit scheme, there is need for increasing government supervision
(follow up). This will ensure that money thus made available is
utilized for the purpose it was intended. Another way of checking the
abuse of loan and credit is to give part of the loan thus granted
in the form of physical inputs and consultancy services. Access to
education also merits serious consideration. In this regard, the
attempt by the federal government to provide universal free primary
education is commendable. Nevertheless, there is still need to shift
the emphasis from acquisition of basic reading and mathematical skills
to the acquisition of relevant work skill. One way of doing this is
to develop educational centers that emphasis three broad disciplines
simultaneously—basic primary education, agricultural extension
services and adult education. This will ensure that those pupils
whose parents can not afford the cost of secondary and university
education can at least be more productive on the farm. More importantly
is the need to increase scholarship award to the more needy youths.
Another useful instrument for improving the pattern of demand
is indirect taxation. A selective use of sales tax can have the
effect of discouraging purchase of luxury goods.
In addition to improving the pattern of demand, emphasis should
be placed on producing things in a more labor intensive way.
Limitations in this area include: Lack of knowledge on technological
alternatives, the supply conditions of labor and capital, and the
objective of decision makers responsible for organizing production.
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Currently, undue premium is placed on technology from the industrialized
countries--Britain, U.S.A. and Germany. These countries have relative
scarcity of labor. Consequently, the bulk of technology from these
countries incorporate within them an inherent bias against the use
of labor. Alternatives to technology of the industrialized countries
are limited by lack of knowledge on other sources and direction of
foreign trade. As I mentioned earlier, the majority of Nigeria's exports
flow to Britain, U.S.A. and Germany. Also, the risk of strikes
associated with labor, the uncertainty and difficulties of managing
a large labor force and the difficulty of predicting labor efficiency
make the use of machines more attractive. A third factor which often
makes the use of machine more attractive to entrepreneurs is the
emphasis on profit maximization. In Nigeria where labor is relatively
cheaper, one would expect that labor intensive techniques would be
used in most cases. But this is hardly the case. Ignorance, personal
biases and monopolistic influences often distort adequate evaluation
of relative costs. The federal government, on its part, has often acted
as if all imports of machinery and the adoption of any modern technique
are desireable. Consequently, imports of machinery receive prefer¬
ential treatment in the tariff structure and the granting of import
permits. Also, tax holidays, low interest rates and easier access
to credit enjoyed by large modern firms using capital intensive
techniques make the importation of machinery relatively more attractive.
The problem of limited alternative sources of technology can be
substantially reduced if a national agency is established and assigned
the task of coordinating and disseminating information on alternative
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sources of technology. The search for technology should exhaust
alternatives in the less developed but more industrially advanced
countries such as India, Taiwan, Korea and Mexico, to mention just a
few. All these nations have wide arrays of technology that are relatively
more labor intensive than those of the western nations (all other things
being equal). The duty of the above proposed agency should also include
negotiating terms for the transfer of such technology, and thereafter
the provision of expert advice to those local businessmen who have
acquired the technology. Of paramount importance is the need to
diversify foreign trade. The emphasis should be on trade with other
less developed nations. This implies, among other things, a shift in
emphasis from the petroleum industry to agrobased manufacturing. Already
the attractiveness of the petroleum industry is waning, particularly in
the face of rampant price wars by the major producers. Export expansion
will have the added advantage of stimulating employment, especially as
studies have shown that export expansion, at the initial stages of
development, is labor intensive. Another way of broadening the scope
for alternative technology is to indulge in joint research with other
less developed countries. The Economic Community of West African
States (ECOWAS) is a good starting point.
Most of the other technological biases can be corrected through
a set of financial, labor and wage policies. The level of exchange
rate, tariff and import duty can be used to raise the relative cost of
foreign capital and other investment goods considered to be biased
against labor use. The current practice of subsidizing interest rate
e £;D
on loans for capital equipment needs to be discontinued. Moreover,
if such equipment is judged to be inimical to Nigeria's increased
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employment objective (i.e. if other less expensive labor intensive
techniques exist). Subsidized interest rate implies a cut in the price
of capital goods and so acts as an incentive for increased substitution
of capital for labor. Further, it encourages excess demand for loan.
This often forces the banks to "ration" the available supply of loanable
funds in favor of large-scale and well established firms. Thus, apart
from encouraging unduly high degree of mechanization subsidized
interest rate on capital equipment (as is currently practiced in
Nigeria), encourages monopoly. Employment in the manufacturing sector
can also be encouraged through selective use of tax exemption,
accelerated depreciation allowances and other subsidies. The position
of this author on the issue is that such subsidies be biased in
favor of enterprises utilizing realtively labor intensive technique--
for example, firms operating multiple shifts.
One way of using subsidy to promote employment is to allow
manufacturers to deduct a certain percentage of total labor cost
from profits before taxation. Let me illustrate with a hypothetical
situation. Say a firm employing a total of twenty persons (all
categories of employees) has a total wage bill of N 200.00; let the
federally approved minimum wage be N 2.00 a day and the total value
of output less other cost be N 350.00 a day. To calculate the firm's
taxable income, the government deducts the actual labor cost of
N 200.00 plus a premium of N 40.00 (i.e. the total number of people
employed multiplied by the minimum wage). Thus, the firm's taxable
income will be H 350.00 - N 250.00 - M 40 = M 110.00. Here I have
assumed that the government allows one hundred percent of the "premium
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wage" to be deducted. In reality, it is important that the percentage
allowed be based on a more detailed quantitative and qualitative
analysis. Other restrictions can also be imposed. For instance,
certain industries may be required to use a stated minimum number of
low-skilled employees to be qualified for the tax break. But as I
said, such requirements must be proceeded by adequate study, preferably
at the project level. Generally speaking, such plan will encourage
increased employment and will impose a check on possible biases due
to wages of professionals and other administrative personnels because
it is based on minimum wage and actual number of people employed.
It will also be useful for the government to pursue policies
aimed at curtailing undue wage increases—adjusting it for only cost
of living increases. Wage rate has direct bearing on the choice of
technique and to some extent affect the expansion of exports. At
present, wages and other social benefits are relatively higher in the
modern sector--particularly in the expatriate firms. The monopolistic
position of expatriate firms encourages them to succumb easily to
pressure for increased wages since they can easily pass the burden
of increased wages to consumers in the form of higher prices. Breaking
the monopoly position of these firms should therefore be an essential
part of Nigeria's wage policy. One way of doing this is to declare
price increases illegal—that is, outright price control, particularly
for products of firms whose records show a tendency for increased
prices following wage increases. A more subtle way of imposing
limits on monopoly prices is to temporarily relax import controls or
protection whenever collective wage negotiations threaten to result
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in an undersirably high settlement. A third way of doing this is to
educate the public on possible alternatives to the product of such
firms. Also, the public should be urged to boycott the product of
firms whose price increases result from undesireable wage increases.
All these measures will stiffen the employer's resistance to wage
claims without reducing the scope for collective bargaining, and make
the use of labor relatively more attractive. Above all, it will
inculcate in both employers and employees a sense of public responsi¬
bility.
While it is desireable to check wage increases in the modern
large scale manufacturing establishment, the remuneration of craft
and agriculture leave much to be desired. The importance of these two
sectors in the overall employment strategy can not be over emphasized.
Agriculture accounts for more than two-thirds of total employment in
Nigeria, while the craft sector acts as anchorage for a large proportion
of otherwise openly unemployed urban workers. Apart from direct impact
of these two sectors on employment, agriculture and craft are essential
to the growth of employment in the manufacturing sector. They not only
provide vital input for manufacturing, but growth in income of those
employed in these sectors imply increased market for manufactured
products. On the other hand, improved agricultural incomes will, to
a great extent, deter rural-urban migration. It is in these regards
that improved agriculture and craft industries are essential to
improved employment.
The problem however, is that production in these sectors are still
carried out in the family unit. This makes it difficult for government
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to formulate any meaningful wage legislation that will favor increased
income in these sectors. Nevertheless, income in these sectors can
still be improved by stimulating productivity. What is needed is
technology that can be easily adapted by all within the limits of
prevailing low level of financial capital and literacy.
Apart from cost and skill considerations, the impact of large-
scale mechanization of agriculture will be to displace the small family
holdings. The emphasis should be on improved seeds, fertilizers,
pesticides, irrigation and drainage facilities, water holes, access
roads and bridges, rural water supplies and schools, and agrobased
industries.
The above proposed strategy will no doubt impose great strain
on the administrative machinery of the nation, but with dedication it
can be achieved.
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